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STATE OF CALIFORNIA Public Utilities Commission
San Francisco

Memorandum

Date: August 5, 2002

To: The Commission
(Meeting of August 8, 2002)

From: Bill Julian
Office of Governmental Affairs (OGA) — Sacramento

Subject:  AB 1234 (Pescetti) Production and transmission of public utility
commodities and services: natural gas.

As Amended June 19, 2002
Recommendation: Support

Summary: This bill permits nonutility gas producers to acquire and hold easements
upon real property to accommodate their facilities upon a finding by the California
Public Utilities (Commission) that is in the public interest.

Analysis: Facilities for the transport of natural gas cross real estate owned by others to
facilitate delivery to endusers. IN California the vast majority of the delivery facilities
and the easements are owned by public utilities, for whom there is a presumption that
acquisition and ownership of the easement is for a public purpose.

Since 1989 the Commission and the Legislature have anticipated that gas producers in
California may acquire gas transportation facilities without becoming regulated utilities.
The acquisitions may include acquiring utility facilities currently used to serve them.
The acquisition of the facilities without the easements, however, will frustrate such
transactions.

Under old case law, transfer of a utility easement to a nonutility entity may be
impermissible or otherwise legally risky. In 1997 the Legislature provided for the
acquisition by nonprofit gas producer cooperatives of utility easements, notwithstanding
earlier judicial pronouncements (AB 313 (Thomson) amending PU Code §3126).

This bill provides similar legal certainty to acquisitions of utility easements by entities
other than not-for-profit gas producer cooperatives. Transfers of real property of this
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sort would require a decision under PU Code Section 851 that the transfer is in the
public interest. The bill explicitly provides for such a finding.

One of the reasons for legal uncertainty in these transfers is that the transfer by the
utility owner to the gas producer transferee may or may not have the approval of the
landowner. The Commission public interest finding will address this problem and the
bill provides for notice to affected landowners prior to commencement of the proceeding
so that due process is observed.

SUPPORT/OPPOSITION

Support: California Independent Petroleum Association (CIPA)

Opposition: None reported to the Commission.

LEGISLATIVE STAFF CONTACT

Bill Julian, Legislative Director bj2@cpuc.ca.gov
CPUC-OGA (916) 327-1407

Date: August 2, 2002

BJ:cdl
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BILL LANGUAGE:

BILL NUMBER AB 1234  AVENDED
Bl LL TEXT

AMENDED | N SENATE JUNE 19, 2002
AMENDED | N SENATE JULY 5, 2001
AMENDED | N ASSEMBLY NMAY 3, 2001

| NTRODUCED BY  Assenbly Menber Pescetti
FEBRUARY 23, 2001

An act to —add-Sections—857and 8571 to—
add Chapter 2 (conmencing with Section 3250) to Part 4 of, Division
1, of the Public Utilities Code, relating to —publie
gti-H-ties— natural gas

LEGQ SLATI VE COUNSEL' S DI GEST

AB 1234, as anended, Pescetti. —Publeutilities
Production and transm ssion of public utility
comodities and services : natural gas.

Exi sting |law pernits 3 or nore natural persons engaged in the
producti on of gas to forma cooperative association for purposes of
selling gas produced by the association's nmenbers and perform ng
other specified related functions. Existing law permts an
association to acquire a real property easenent froma public utility
for the purpose of accommpdating the association's gas plant, and
provides that the easement shall be deened to be held for a public
pur pose by the association, provided that the Public Uilities
Conmi ssion finds that the use by the association is in the public
i nterest.

This bill would permit an individual, partnership, limted
liability conpany, or corporation (person) that is involved in the
production of natural gas, to exercise all privileges of ownership of
real or personal property as may be necessary or convenient for the
conduct and operation of, or incidental to, transm ssion of natura
gas and to acquire a real property easement froma public utility for
t he purpose of acconmmpdating the person's gas plant, and provides
that the easenment shall be deenmed to be held for a public purpose by
the person, provided the Public Utilities Comm ssion finds that the
use by the person is in the public interest.
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act—for—a-specifiedreason—
Vote: mmjority. Appropriation: no. Fiscal conmittee: yes.
St at e- nandat ed | ocal program —yes— no

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWS:

SECTION 1. —Seetion857isaddedtothe Publec Utitities
Code— The Legislature finds and declares that it is the
intent of the Legislature to encourage the increased production of
natural gas within the state. It is the further intent of the
Legi sl ature to encourage the private ownership, maintenance, and
operation of natural gas pipelines operated for the sole purpose of
gat hering natural gas fromproducing wells, as a neans to facilitate
the increased production of natural gas production in the state.

SEC. 2. Chapter 2 (commencing with Section 3250) is added to Part
4 of Division 1 of the Public Utilities Code, to read:

CHAPTER 1. GAS PRODUCER ACQUI SI TI ON OF EASEMENT RI GHTS
Article 1. Definitions

3150. Unless the context otherw se requires, the definitions in
this article govern the construction of this chapter

3151. "Person" neans an individual, partnership, limted
liability conpany, or corporation, but does not include an
associ ation, as defined in Section 3002.

3152. "Natural gas" nmeans all gas produced in this state, natura
or manufactured, except propane, for light, heat, or power.

Article 2. Acquisition of Easement Rights

3155. A person involved in the production of natural gas may buy,
hol d, and exercise all privileges of ownership of real or persona
property as may be necessary or convenient for the conduct and
operation of, or incidental to, transm ssion of natural gas. Wthout
limting the foregoing, a person involved in the production of
natural gas may acquire a real property easenent froma public
utility for the purpose of acconmpdating the person's gas plant, and
the easenent shall be deened to be held for a public purpose by the
person, provided that the conm ssion finds that the use by the person
isin the public interest. ——toread—

128503



LEG-2
Page 5

128503



LEG-2
Page 6

128503



